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NOTICES OF PROPOSED RULEMAKING

Unless exempted by A.R.S. § 41-1005, each agency shall begin the rulemaking process by first submitting to I}Le Sec-

retary of State's Office a Notice of Rulemaking Docket Opening followed by a Notice of Proposed Rulemaking
contains the preamble and the full text of the rules. The Secretary of State’s Office publishes each Notice in th
available issue of thRegister according to the schedule of deadlinesRegister publication. Due to time restraints,

that
e next

the Secretary of State’s Office will no longer edit the text of proposed rules. We will continue to make numbering and

labeling changes as necessary.

Under the Administrative Procedure Act (A.R.S. § 41-1001 et seg.), an agency must allow at least 30 days to
after the publication of the Notice of Proposed Rulemaking irRdgester before beginning any proceedings for
adoption, amendment, or repeal of any rule. A.R.S. §§ 41-1013 and 41-1022.

NOTICE OF PROPOSED RULEMAKING

TITLE 9. HEALTH SERVICES

CHAPTER 4. DEPARTMENT OF HEALTH SERVICES
NONCOMMUNICABLE DISEASES

PREAMBLE
1. Sections Affected Rulemaking Action
R9-4-101 Amend
R9-4-102 Repeal
R9-4-201 Renumber
R9-4-201 New Section
R9-4-202 Renumber
R9-4-202 Amend
2. The specific authority for the rulemaking, including both the authorizing statute (general) and the statutes the
rules areimplementing (specific):
Authorizing statute: A.R.S. § 36-136(F)
Implementing statute: A.R.S. § 36-606
3. Alist of all previousnotices appearing in the Register addressing the proposed rule:
Notice of Rulemaking Docket Opening: 5 A.A.R. 4267, November 5, 1999
4. Thenameand address of agency personnel with whom persons may communicate regarding the rulemaking:
Name: Patricia M. Arreola
Address: Arizona Department of Health Services

Bureau of Epidemiology and Disease Control Services
3815 North Black Canyon Highway
Phoenix, Arizona 85015

Telephone: (602) 230-5943

Fax: (602) 230-5933

E-mail: parreol@hs.state.az.us

or

Name: Kathleen Phillips, Rules Administrator
Address: Arizona Department of Health Services

1740 West Adams, Room 102
Phoenix, Arizona 85007
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Telephone: (602) 542-1264
Fax: (602) 542-1090
E-mail: kphilli@hs.state.az.us

5. An explanation of the rule, including the agency’s reasons for initiating the rule:

The Department is amending the general definitions Section for the Chapter to conform to current rulemaking format
and style requirements, to define a term previously undefined, and to define a term previously defined elsewhere. In
addition, the Department is repealing the definitions Section pertaining specifically to the Pesticide Iliness Article
and replacing it with a new definitions Section within the Pesticide IlIness Article that will provide clearer definitions
of the terms used in the Article. The Department is also renumbering and amending the only Section previously in the
Pesticide Iliness Article, regarding pesticide illness reporting requirements, to conform to current rulemaking format
and style requirements and to clarify the rule. The Department is eliminating the requirement to report race or ethnic-
ity, is requiring that occupation be reported only if a documented pesticide exposure is related to the occupation, and
is expressly allowing that reporting be done by a designated representative of the health care professional or poison
control center medical director. The Department is otherwise not changing the reporting requirements of the rule.

[©

A reference to any study that the agency proposes to rely on in its evaluation of or justification for the proposed
rule and where the public may obtain or review the study. all data underlying each study, any analysis of the study,
and other supporting material:

None

I~

A showing of good cause why the rule is necessary to promote a statewide interest if the rule will diminish a
previous grant of authority of a political subdivision of this state:
Not applicable

[

The preliminary summary of the economic, small business, and consumer impact:
The Department expects that this rulemaking will impose no economic burden other than the expense of the rulemak-
ing process to the Department, the Office of the Secretary of State, and the Governor’s Regulatory Review Council.

The Department anticipates that the public will benefit from the clarification of the rules because the rules will be less
confusing to apply.

[©

The name and address of agency personnel with whom persons may communicate regarding the accuracy of the

economic, small business, and consumer impact statement:
Name: Patricia M. Arreola

Address: Arizona Department of Health Services
Bureau of Epidemiology and Disease Control Services
3815 North Black Canyon Highway
Phoenix, Arizona 85015

Telephone: (602) 230-5943

Fax: (602) 230-5933

E-mail: parreol@hs.state.az.us

or

Name: Kathleen Phillips, Rules Administrator
Address: Arizona Department of Health Services

1740 West Adams, Room 102
Phoenix, Arizona 85007

Telephone: (602) 542-1264
Fax: (602) 542-1090
E-mail: kphilli@hs.state.az.us

10. The time, place. and nature of the proceedings for the making, amendment, or repeal of the rule or, if no
proceeding is scheduled, where, when, and how persons may request an oral proceeding on the proposed rule:
The Department has not scheduled any oral proceedings. Written comments on the proposed rulemaking or the pre-
liminary economic, small business, and consumer impact summary may be submitted to the individuals listed in
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guestions 4 and 9. Pursuant to A.R.S. § 41-1023(C), the Department will schedule oral proceedings if it receives a
written request for oral proceedings within 30 days after the publication of this Notice.

11. Any other matters prescribed by statutethat are applicable to the specific agency or to any specific rule or class of
rules
Not applicable

12. Incorporations by reference and their location in therules:
Not applicable

13. Thefull text of the rulesfollows:

TITLE 9. HEALTH SERVICES

CHAPTER 4. DEPARTMENT OF HEALTH SERVICES
NONCOMMUNICABLE DISEASES

ARTICLE 1. DEFINITIONS

Section
R9-4-101. Definitions, General
R9-4-102. Pesticide- HinesRepealed
ARTICLE 2. PESTICIDE ILLNESS
Section
R9-4-201. Definitions

R9-4-201 R9-4-202 Pesticide lllness Reporting Requirements
ARTICLE 1. DEFINITIONS

R9-4-101. Definitions, General
In this Chapter, unless-the-centextherwise+egquirespecified

1. “Dentist” means-any-pers@m individuallicensed undertheprevisions AR.S. Title 32, Chapter 11, Article 2

2. ‘“Department” means the Arizona Department of Health Services.

2 3. “Hospital” means a health care institution licensed by the Department as a dg@seitdl, a rural general hospital,
or a special hospitainder A.A.C. Title 9, Chapter 10.
“ICD-9-CM” means ICD-9-CM: International Classification of Diseases, 9th Revision, Clinical Modification (5th ed.
2000), incorporated by reference, on file with the Department and the Office of the Secretary of State, and available
from Practice Management Information Corporation, 4727 Wilshire Boulevard, Suite 300, Los Angeles, CA 90010
and from the National Technical Information Service, 5285 Port Royal Road, Springdfield, VA 22161. This incorpora-
tion by reference contains no future editions or amendments.
3 5. “Physician” means-anypers@m individuallicensed as a doctor of allopathic medicimeler—previsiohs-oA.R.S.

I~

Title 32, Chapter 13 or as a doctor of osteopathic medicine under A.R.S. Title 32, GRapter

3 g A A J $ be a result of
oY ici j ' i /-Si , jon-ofi atory findings

v be related.
or medical

iropractor,
are or treat-

he environ-

and snail,
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6: 3 0 a s preventing,
e : b b e as a plant
from the
ARTICLE 2. PESTICIDE ILLNESS
R9-4-201. Definitions

In this Article, unless otherwise specified:
1. “Cluster illness” means that 1 pesticide exposure incident has caused or may be related to pesticide illness in 2 or
more individuals, as determined by the history, signs, or symptoms of the illnesses; laboratory findings regarding the
individuals; the individuals’ response to treatment for the illnesses; or the geographic proximity of the individuals.

2. “Documented” means evidenced by written information such as pesticide applicator reports, statements of individu-
als with pesticide iliness, or medical records.

3. “Health care professional” means a physician, a registered nurse practitioner, a physician assistant, or any other indi-
vidual who is authorized by law to diagnose human illness.

4. “Medical director” means the individual designated by a poison control center as responsible for providing medical
direction for the poison control center or for approving and coordinating the activities of the individuals who provide
medical direction for the poison control center.

5. “Pest” has the same meaning as defined in A.R.S. Title 3, Chapter 2, Article 5 or as used in A.R.S. Title 3, Chapter 2,
Article 6 and A.R.S. Title 32, Chapter 22.

6. “Pesticide” means any substance or mixture of substances, including inert ingredients, intended for preventing,
destroying, repelling, or mitigating any pest or intended for use as a plant regulator, defoliant, or desiccant, but does
not include an antimicrobial agent, such as a disinfectant, sanitizer, or deodorizer, used for cleaning purposes.

7. “Pesticide illness” means any illness reasonably believed by a health care professional or medical director to be
caused by or related to documented exposure to any pesticide, based upon professional judgment and the history,
signs, or symptoms of the illness; laboratory findings regarding the individual; or the individual's response to treat-
ment for the illness.

8. “Physician assistant” has the same meaning as in A.R.S. § 32-2501.

9. “Poison control center” means an organization that is a member of and may be certified by the American Association

of Poison Control Centers.
10. “Reqistered nurse practitioner” has the same meaning as in A.R.S. 8§ 32-1601.

R9-4-201 R9-4-202.Pesticide | lIness Reporting Requirements
Any A health care professional er—persen—eentrel—eenter medlcal d|rector thnartlupates in the dlagn05|s of or identifies
a—ease-ofn individual withpesticide illne e-to a pesti-
eide, shall file a report of pesticide illness with the Department as foIIows
1. Reperts-ofcasesand-suspectecases-ofpesticide-illness-shall-hEhmddmlth care professional or medical director
shall report a pesticide illnegathin-five 5 workingdays-effrom the date of-determining-that-an-illress-is-ermay be
a—resu#ef—deeu-nctented—e*pewre—te—a—pestldlden05|s or |dent|f|cat|qrexcept

Drofessmnal or med|cal dlrector shall report a Dest|C|de |IIness Where the |nd|V|duaI Wlth Dest|C|de illness is hos-
pitalized or diesho later thar24-heutsworking dayfrom the time of hospital admission or deatand

b. Repenrs-of-clusterilinesses-shall-be-filed-immediate[YIwm health care professional or medical director shall
report cluster illnessa%o later thar24-hedtksworking dayfrom the time the-secend-case-orsuspectedZiabe
individual with pesticide illness diagnosed adentified.

2. Repertsshallbe-madéde health care professional or medical director shall submit the report to the Depastment
telephone; in persongr in awriting sent by fax, delivery service, or mail; or by an electronic reporting system if an
electronic reporting system is developed by the Departriibetreport shall contain the following information
a. -Patient'sThename, addresand telephone number of the individual with pesticide iliness
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Date The date of birth of the individual with pesticide illness;

Raceor-ethricity;
. Gender The gender of theindividual with pesticideillness;

PP

Q10

Oeedpation The occupation of the individual with pesticide illness, if the documented pesticide exposure is

related to the occupation;

@@
Q 1= Id

. Dates The dates of onset of illness and of diagnosis or identification as pesticideillness;
. Name The name of the pesticide, if known;
. Name The name, business address, and telephone number of the person health care professional or medical

director making the report;

=

A statement specifying whether the illness is caused by a documented pesticide exposure or is related to a docu-

mented pesticide exposure; and

i. Thehealth care professional’s or medical directogason for believing thahe illness is caused by or related to

¥ 3 pecHy W atsed-by 3 P
The health care professional or medical director may designate a representative to make the

icle exposure.

on behalf of the health care professional or medical director.

R15-2-1029
R15-2-1030
R15-2-1032
R15-2-1127
R15-2-1129
R15-2-1130
R15-2-1169

NOTICE OF PROPOSED RULEMAKING

TITLE 15. REVENUE

CHAPTER 2. DEPARTMENT OF REVENUE
INCOME AND WITHHOLDING TAX SECTION

PREAMBLE

Rulemaking Action
Repeal

Repeal
Repeal
New Section
New Section
New Section
New Section

The gpecific authority for the rulemaking, including both the authorizing statute (general) and the statutes the

rules areimplementing (specific):
Authorizing statute: A.R.S. § 42-1005

Implementing statute: A.R.S. 88 43-1021, 43-1022, 43-1121, 43-1122, 43-1127, 43-1129, 43-1130, and 43-1169

List of all previous notices appearing in the Register addressing the proposed rule:
Notice of Rulemaking Docket Opening: 3 A.A.R. 1663, June 13,1997

Notice of Rulemaking Docket Opening: 5 A.A.R. 3232, September 17, 1999
The name and address of agency personnel with whom per sons may communicate regar ding the rulemaking:

Name:
Address:

Telephone:

Fax:

Jim Bilski, Tax Analyst

Tax Research & Analysis Section
Arizona Department of Revenue
1600 W. Monroe
Phoenix, AZ 85007

(602) 542-4672
(602) 542-4680

An explanation of the rule, including the agency’s reasons for initiating the rule:

R15-2-1029, R15-2-1030, and R15-2-1032 are proposed for repeal because the underlying individual income tax stat-
utes have been repealed.
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R15-2-1127, R15-2-1129, and R15-2-1130 are new Sections that provide guidance to corporate taxpayers that claim
subtractions for deferred exploration expenses, amortization of pollution control property, or amortization of child
care facilities. The rules inform taxpayers on how to make an eection to claim the subtractions and how to compute
the allowable amounts of the subtractions. The rules are necessary to ensure consistent application of the related
income tax statutes.

R15-2-1169 is a new Section that informs corporate taxpayers that claim a credit for an environmental technology
facility of recordkeeping requirements. The rule also provides guidance to corporate taxpayers regarding the carry-
over of the credit to subsequent tax years. The rule is necessary to inform taxpayers what records are required to be
kept in order to substantiate the allowable credit and to what extent carryover credits are allowed.

[©

A reference to any study that the agency proposesto rely on in its evaluation of or justification for the proposed
rule and wherethe public may obtain or review the study. all data underlying each study. any analysis of the study
and other supporting material:

Not applicable

I~

A showing of good cause why the rule is necessary to promote a statewide interest if the rule will diminish a
previous grant of authority of a political subdivision of this state:
Not applicable

(8]

Thepreliminary summary of the economic, small business, and consumer impact:

It is expected that the benefits of the new rules will be greater than the costs. Corporate taxpayers will benefit by

being informed of how to elect and compute the various subtractions. Corporate taxpayers will aso benefit by know-

ing what records to keep to substantiate the environmental technology facility credit and to what extent a carryover

credit isallowed. Corporate taxpayers that claim the subtractions or credit are expected to incur minimal costs related

to the new rules. Corporate taxpayers that elect a subtraction will incur the cost related to the election statement

required to be attached to the income tax return. Corporate taxpayers that elect the credit will incur costs related to the

retention of the required records. However, these rules only provide guidance in the application of the statutes—the
statutes impose the tax, allow for subtractions and credits, require elections, and require taxpayers to maintain ade-
quate records. The Department of Revenue, the Governor's Regulatory Review Council, and the Secretary of State’s
Office will incur costs associated with the rulemaking process.

9. The name and address of agency personnel with whom persons may communicate regarding the accuracy of the
economic, small business, and consumer impact statement:
Name: Jim Bilski, Tax Analyst

Address: Tax Research & Analysis Section
Arizona Department of Revenue
1600 W. Monroe
Phoenix, AZ 85007

Telephone: (602) 542-4672
Fax: (602) 542-4680

10. The time, place. and nature of the proceedings for the making, amendment. or repeal of the rule or if no
proceeding is scheduled, where, when, and how persons may reguest an oral proceeding on the proposed rule:

The Department has not scheduled any oral proceedings. Written comments on the proposed rulemaking actions or
preliminary economic, small business, and consumer impact statements may be submitted to the person listed above.
Pursuant to A.R.S. § 41-1023(C), the Department will schedule oral proceedings if 1 or more individuals file written
requests for oral proceedings within 30 days after the publication of this Notice. A person may submit written com-
ments regarding the proposed rulemaking action by submitting the comments no later than 5:00 p.m., April 24, 2000,
to the person listed above.

11. Any other matters prescribed by statutethat are applicable to the specific agency or to any specific rule or class of
rules

Not applicable

12. Incorporationsby reference and their location in therules:
None
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13. Thefull text of the rulesfollows:

TITLE 15. REVENUE

CHAPTER 2. DEPARTMENT OF REVENUE
INCOME AND WITHHOLDING TAX SECTION

ARTICLE 10. INDIVIDUALS

Section
R15-2-1029. Deferred-exploration-expenditures Repealed
R15-2-1030. ortizati

or-atmosphe i i generyl led
R15-2-1032. —Amertization-ef-child-carefaciliti®epealed

ARTICLE 11. CORPORATIONS

Section

R15-2-1127. —Reservddeferred Exploration Expenses

R15-2-1129. Amortization of Property Used for Atmospheric and Water Pollution Control
R15-2-1130. Amortization of Child Care Facilities

R15-2-1169. Environmental Technology Facility Tax Credit

ARTICLE 10. INDIVIDUALS
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ARTICLE 11. CORPORATIONS

R15-2-1127. Reserved Deferred Exploration Expenses

A. A taxpayer may elect to subtract a ratable portion of deferred exploration expenses added to income under A.R.S. § 43-
1121. To make the election, a taxpayer shall attach a statement to the return for the applicable taxable year. The statemen

shall disclose:

1. The amount of exploration expenses subject to the election, and

2. The name, location, and nature of the ore or mineral deposit to which the election relates.

A taxpayer may make an election under this Section at any time before the expiration of the period for filing a claim for

credit or refund for the taxable year the election is to be effective. An election made under this Section shall be binding for

the taxable year unless the taxpayer revokes the election to deduct exploration expenses under Internal Revenue Code

617. If the taxpayer revokes the federal election, the taxpayer shall file Arizona amended income tax returns to reflect the

changes in federal taxable income and Arizona taxable income that result from the revocation of the election.

Except as provided by subsection (D), a taxpayer shall compute the subtraction for a ratable portion of deferred explora-

tion expenses by using the following formula:

[

o

A=Bx[C/(C+D)]

The above variables are defined as follows:

“A” is the deferred exploration expense subtraction allowable for the taxable year,

“B” is the total deferred exploration expenses reduced by the amount of deferred exploration expenses subtracted in prior
taxable years,

“C” is the number of units of ore or mineral sold during the taxable year from the mine or deposit for which the deferred
exploration expenses were incurred, and

“D” is the number of units of ore or mineral remaining at the end of the taxable year to be recovered and sold from the
mine or deposit for which the deferred exploration expenses were incurred.

A taxpayer that has elected to recapture and capitalize exploration expenses under Internal Revenue Code § 617(b)(1)(A)
shall reduce the amount computed under subsection (C) by the amount of the federal depletion deducted for the current
taxable year that is allocable to the amount of Arizona deferred exploration expenses. A taxpayer shall not reduce the
amount computed under subsection (C) to less than zero. A taxpayer shall compute the amount of the federal depletion
deduction allocable to the Arizona deferred exploration expenses by multiplying the federal depletion deduction that
relates to the mineral interest for which the exploration expenses were incurred by the ratio of the Arizona deferred explo-
ration expenses to the total federal adjusted basis of the mineral interest before any depletion deduction. A taxpayer shall

[©
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make the computation under this subsection for each subsequent taxable year until the cumulative amount of subtractions

for deferred exploration expenses for all taxable years equals the total amount of exploration expenses that were deferred.

The amount of the federal depletion deduction allocable to the deferred exploration expenses shall be considered a sub-

traction of deferred exploration expenses for purposes of computing:

1. Thevariable B in the formula under subsection (C) for subsequent taxable years,

2. The Arizona adjusted basis under subsection (1), and

3. The cumulative amount of subtractions for deferred exploration expenses.

A taxpayer that has elected to recapture and capitalize exploration expenses under Internal Revenue Code § 617(b)(1)(A)
and has elected not to defer up to $75,000 of exploration expenses under A.R.S. 8§ 43-1121, shall add to Arizona gross
income the amount of federal depletion deducted for the current taxable year that is allocable to the exploration expenses
not deferred. A taxpayer shall compute the amount of the federal depletion deduction allocable to the exploration
expenses not deferred by multiplying the federal depletion deduction that relates to the mineral interest for which the
exploration expenses were incurred by the ratio of the exploration expenses not deferred to the total federal adjusted basis
of the mineral interest before any depletion deduction. A taxpayer shall make the adjustment under this subsection for
each subsequent taxable year until the cumulative adjustments for all taxable years equals the total amount of exploration
expenses not deferred.

For purposes of computing the subtraction under subsection (C), a taxpayer shall estimate the number of recoverable units
of ore or mineral according to an accepted industry method. The taxpayer shall revise the estimate if, prior to the close of
the current taxable year, it is determined, as the result of further discovery, development, or operation, that the remaining
units are materially greater or less than the units previously estimated. The revised estimate shall be used for the current
taxable year and subsequent taxable years until it is determined that another revision is required.

A taxpayer that leases an ore or mineral deposit and retains a royalty interest therein may subtract the ratable portion of
related deferred exploration expenses as computed under subsection (C).

If a taxpayer abandons an ore or mineral interest, the taxpayer may subtract the related unamortized deferred exploration
expenses in the taxable year of abandonment. For purposes of this subsection, a taxpayer has abandoned an ore or miner
interest during the taxable year when the following conditions exist:

1. The taxpayer has discontinued all operations and activities with respect to the ore or mineral interest.

2. The taxpayer has no intention of exploring, developing, or otherwise using the ore or mineral interest in the future.

3. The taxpayer has no intention of selling, exchanging, or otherwise disposing of the ore or mineral interest.

A taxpayer that sells property for which exploration expenses were incurred shall report the difference between the federal
adjusted basis of the property and the Arizona adjusted basis of the property in the year of the sale. If the Arizona adjusted
basis exceeds the federal adjusted basis, then a subtraction from income for the excess is required. If the federal adjuste
basis exceeds the Arizona adjusted basis, then an addition to income for the excess is required. The Arizona adjusted basi
of the property is computed as follows:

1. The federal adjusted basis, plus

2. The exploration expenses added to income under A.R.S. 8 43-1121, minus

3. The subtraction from income for the federal exploration expense recapture under A.R.S. 8§ 43-1122, minus

4. The total subtractions from income for deferred exploration expenses allowed under this Section.

A taxpayer shall not include the amount of mine exploration expenses that were not deferred under A.R.S. § 43-1121 in
computing the subtraction from income for the recapture of mine exploration expenses under A.R.S. § 43-1122.

Under A.R.S. § 43-1122, a taxpayer may elect to subtract a ratable portion of deferred exploration expenses related to oil,
gas, or geothermal resources. A taxpayer shall make the election and compute the subtraction in the same manner as thi
election related to ore and mineral property.

R15-2-1129. Amortization of Property Used for Atmospheric and Water Pollution Control

A.

[

C.

A taxpayer may elect to amortize, over a 60-month period, the adjusted basis of any device, machinery, or equipment that
is certified by the Arizona Department of Environmental Quality as property that collects and controls atmospheric and
water pollutants and contaminants at their source. The amortization subtractions allowed for the 60-month period are in
lieu of the federal depreciation and amortization related to the pollution control property. The related federal depreciation
and amortization deducted in computing federal taxable income is an addition to income under A.R.S. § 43-1121. The
adjusted basis for purposes of amortization is the basis for determining depreciation under Internal Revenue Code 8 167
on the date the pollution control property is placed in service. The adjusted basis does not include land or buildings.

A taxpayer shall elect to amortize pollution control property by including a statement in the original or amended return for
the taxable year of election. The statement shall identify each piece of property subject to the election, the month the prop-
erty is placed in service, the adjusted basis of the property, and the date of certification by the Arizona Department of
Environmental Quality.

The amortization period is 60 consecutive months beginning with the month the property is placed in service. If the prop-
erty is disposed of or retired from service prior to the end of the 60-month period, the amortization period ends with the
month of disposition or retirement. The monthly amortization allowable shall be computed by dividing the adjusted basis
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of the property at the beginning of the amortization period by 60. The total amortization subtraction for a particular tax-

able year is the sum of the amortization for each month of the amortization period that falls within the taxable year.

A taxpayer may elect to discontinue the amortization election prior to the end of the 60-month amortization period.

1. A taxpayer shall include a statement in the original or amended return for the taxable year the election to discontinue
amortization is to be effective. The statement shall identify each piece of property for which the election to discon-
tinue amortization applies and the last month of amortization.

2. Generaly, ataxpayer is not required to make the addition to income referred to in subsection (A) for the months fol-
lowing the election to discontinue amortization. However, an addition to income is required for the federal deprecia-
tion or amortization that exceeds the adjusted basis not previously recovered through depreciation or amortization.
For example, a taxpayer elects to discontinue amortization after 48 months. If the property had an adjusted basis of
$100.000 at the beginning of the amortization period, then the adjusted basis remaining to be recovered is $20,000
($100,000 less the previous amortization of $80,000). If federal depreciation for the property is $10,000 per year for
10 years, then an addition to income of $10,000 per year is required beginning with the 3rd taxable year following the
election to discontinue amortization.

R15-2-1130. Amortization of Child Care Facilities

A.

|o0

o

|©

m

[T

G

The following definitions apply for purposes of amortization of child care facilities under A.R.S. § 43-1130 and this Sec-
tion:
1. “Child care facility” means a facility as defined under A.R.S. § 36-881.

2. “Employee” means any person employed by a taxpayer that owns a child care facility.

3. “Property” means property of a character subject to depreciation that is specifically used as an integral part of a child
care facility.

For purposes of gualifying for the 24-month amortization period under A.R.S. 8 43-1130(B), a child care facility is con-

sidered to be primarily for the children of employees of the taxpayer if the required ratio is at least 80% for the taxable

year during which the property is placed in service. The taxpayer shall maintain a required ratio of at least 80% for the
subsequent taxable years that include part of the 24-month amortization period.

1. “Required ratio” means:

a. The total daily attendance of employee children for the taxable year, divided by
b. The total daily attendance of all children for the taxable year.

2. For purposes of computing the required ratio, the employees of all joint owners of a child care facility are considered
to be employees of each of the joint owners.

To elect either the 24-month or the 60-month amortization period, a taxpayer shall attach to the income tax return for the

taxable year during which the property is placed in service a written statement setting forth the following information:

1. A clear description of the property.

2. The date of expenditure or the period during which the expenditures were made for the property.

The date the property was placed in service.

The amount of the expenditure.

The amortization period elected.

The annual amortization deduction claimed with respect to the property.

A taxpayer may make an election under this Section at any time before the expiration of the period for filing a claim for

credit or refund for the taxable year that the property is placed in service.

A taxpayer may revoke an election made under this Section at any time before the expiration of the period for filing a

claim for credit or refund for the taxable year that the property is placed in service. A taxpayer shall revoke an election

made under this Section by attaching a statement to an amended income tax return for the taxable year that the election
was made. The statement shall identify the property for which the revocation is to be effective.

The amortization period begins with the month the property is placed in service. A taxpayer shall compute the monthly

amortization allowable by dividing the cost of the property by the number of months in the amortization period. The total

amortization subtraction for a particular taxable year is the sum of the amortization for each month of the amortization
period that falls within the taxable year.

1. If the amortization election is terminated as provided under subsection (H), the taxpayer shall prorate the amortiza-
tion for the month during which the termination occurs based on the ratio of the number of days in the month that are
prior to the termination date to the total number of days in the month.

2. If a taxpayer qualified for the 24-month amortization in the preceding taxable year and fails to meet the 80% percent
requirement under subsection (B) in the current taxable year, the last month of the preceding taxable year shall be the
final month of amortization.

A taxpayer shall treat additions or improvements to an existing item of amortized property as a separate item of property.

A taxpayer may treat 2 or more items of property as a single item of property if the items are placed in service within the

same month.

[ |G [ |0
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The amortization election made with respect to the item of property is terminated as of the earliest date on which either of

the following occur:

1. The specific use of an item of property in connection with the operation of a child care facility is discontinued.

2. Thechild care facility no longer meets applicable requirements set forth in thisrule.

Under A.R.S. § 43-1121, a taxpayer that elects to amortize child care facility property shall add to Arizona gross income

the related federal depreciation or amortization deducted under Internal Revenue Code 8§ 167 or 188. If the Arizona amor-

tization election is terminated, the taxpayer may recover the remaining unamortized cost of the property by reducing the

addition to income required under A.R.S. § 43-1121.

1. The amount of the reduction for the taxable year of termination shall be the amount of the related federal depreciation
and amortization allocable to the portion of the taxable year after the termination date.

2. The amount of the reduction for taxable years subsequent to the taxable year of termination shall be the amount of the
related federal depreciation and amortization.
3. The taxpayer shall reduce the addition to income in the taxable year of termination and subsequent taxable years until

the cumulative reductions equal the unamortized cost of the property.

R15-2-1169. Environmental Technology Facility Tax Credit

A.

|o0

(@

1

2.

A taxpayer claiming a tax credit for a qualified environmental technology facility under A.R.S. § 43-1169 shall retain
records as required by A.R.S. § 42-1105. In addition, a taxpayer shall retain the following records to substantiate the tax
credit:

A copy of the completed application packet submitted to the Arizona Department of Commerce.

The certificate of qualification issued by the Arizona Department of Commerce.

A copy of the memorandum of understanding entered into with the Arizona Department of Commerce.

A copy of each of the environmental technology annual qualification reports filed with the Arizona Department of

Commerce.

A schedule showing the amount of credit claimed for each taxable year and the amount utilized for each taxable year.

The source documents that support the amount and date of capital expenditures made in constructing a qualified envi-

ronmental technology facility.

A taxpayer shall retain the records specified in subsection (A) for the period in which the Department may issue a defi-

ciency assessment for any taxable year that the taxpayer claims a credit or a carryover credit. A taxpayer may retain

source documents in a machine-sensible format or through microfilm or microfiche, provided that the information is
retrievable on request by Department personnel.

In addition to the recapture of previously used credits required by subsections (G) and (H) of A.R.S. § 43-1169, a taxpayer

shall reduce the amount of any unused carryover credit related to amounts spent to construct a qualified environmental

technology facility as follows:

1. If, before the facility is placed in service, the taxpayer abandons construction or changes plans in such a manner as to
no longer gqualify as an environmental technology manufacturing, producing or processing facility under A.R.S. § 41-
1514.02, then the total unused carryover credit shall be reduced to zero.

2. If, within 5 years after being placed in service, the facility ceases for any reason to operate as an environmental tech-
nology manufacturing, producing or processing facility as described in A.R.S. § 41-1514.02, then the total unused
carryover credit shall be reduced by the applicable percentage in A.R.S. § 43-1169(H).
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NOTICE OF PROPOSED RULEMAKING

TITLE 15. REVENUE

CHAPTER 5. DEPARTMENT OF REVENUE
TRANSACTION PRIVILEGE AND USE TAX SECTION

PREAMBLE
Sections Affected Rulemaking Action
R15-5-158 New Section
R15-5-2344 New Section

The specific authority for the rulemaking. including both the authorizing statute (general) and the statutes the
rules areimplementing (specific):
Authorizing statute: A.R.S. 88§ 42-1005

Implementing statute: A.R.S. 88 42-5061, 42-5155, and 42-5159

March 24, 2000 Page 1073 Volume 6, Issue #13



Arizona Administrative Register
Notices of Proposed Rulemaking

3. List of all previous notices appearing in the Register addressing the proposed rules:
Notice of Rulemaking Docket Opening: 5 A.A.R. 3277, September 24, 1999

4. Thename and address of agency personnel with whom persons may communicate regarding the rulemaking:
Name; Ernest Powell, Supervisor

Address: Tax Research & Analysis Section
Arizona Department of Revenue
1600 W. Monroe
Phoenix, AZ 85007

Telephone: (602) 542-4672
Fax: (602) 542-4680

5.  An explanation of the rule, including the agency’s reasons for initiating the rule:

The rules provide guidance in the application of transaction privilege tax and use tax to sales or purchases of postage
stamps. The Department is proposing to add 2 new rules that make it clear that the sale or purchase of postage stamps
for the purpose of transporting mail are not taxable under either transaction privilege tax or use tax. However, sales or
purchases of postage stamps for any reason other than transporting mail remain taxable.

6. Reference to any study that the agency proposes to rely on and its evaluation of or justification for proposed rule
and where the public may obtain or review the study, all data underlying each study, any analysis of the study and
other supporting material:

None

7. A showing of good cause why the rule is necessary to promote a statewide interest if the rule will diminish a

previous grant of authority of a political subdivision of this state:
Not applicable

8. The preliminary summary of the economic, small business, and consumer impact:

It is expected that the benefits of the rules will be greater than the costs. The amendment of these ruleswill benefit the
public by making it clear when the sale or purchase of postage stamps is taxable. These rules only provide guidance
in the application of the statute; the statute imposes the tax and establishes any deductions. The Department will incur
the costs associated with the rulemaking process. Taxpayers are not expected to incur any expense in the addition of
theserules.

9. The name and address of agency personnel with whom persons may communicate regarding the accuracy of the
economic, small business, and consumer impact statement:

Name; Ernest Powell, Supervisor
Address: Tax Research & Analysis Section

Arizona Department of Revenue
1600 W. Monroe
Phoenix, AZ 85007

Telephone: (602) 542-4672
Fax: (602) 542-4680

10. The time, place. and nature of the proceedings for the adoption. amendment. or repeal of the rule or, if no
proceeding is scheduled, where, when, and how persons may request an oral proceeding on the proposed rule:
The Department has not scheduled any oral proceedings. Written comments on the proposed rules or preliminary eco-
nomic, small business, and consumer impact statements may be submitted to the person listed above. Pursuant to
A.R.S. § 41-1023(C), the Department will schedule oral proceedings if 1 or more individuals files a written request
for oral proceedings within 30 days after the publication of this Notice.

A person may submit written comments regarding the proposed rules by submitting the comments no later than 5:00
p-m., April 24, 2000, to the person above.

11. Any other matters prescribed by statutethat are applicable to the specific agency or to any specific rule or class of
rules:
Not applicable

12. Incorporations by reference and their location in therules:
None
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13. Thefull text of the rulesfollows:

TITLE 15. REVENUE

CHAPTER 5. DEPARTMENT OF REVENUE
TRANSACTION PRIVILEGE AND USE TAX SECTION

ARTICLE 1. RETAIL CLASSIFICATION

Section
R15-5-158. Postage Stamps

ARTICLE 23. USE TAX

Section
R15-5-2344. Postage Stamps

ARTICLE 1. RETAIL CLASSIFICATION

R15-5-158. Postage Samps
A retailer’s gross receipts from the sale of postage stamps are not included in the tax base under the retail classification if
the stamps are sold for the purpose of transporting mail.

>

B. A retailer’s gross receipts from the sale of postage stamps are included in the tax base under the retail classification if the
stamps are sold for any purpose other than transporting mail.

C. The Department shall presume that a postage stamp is sold for a purpose other than transporting mail if the postage stamy
is sold for at least 50% more than its face value. A retailer may overcome the presumption; however, the burden of proof
will remain on the retailer.

D. A retailer’s gross receipts from the sale of cancelled postage stamps are included in the tax base under the retail classifica-

tion.
ARTICLE 23. USE TAX

R15-5-2344. Postage Samps

A. The purchase of postage stamps is not subject to use tax if the stamps are purchased for the purpose of transporting mail.

B. The purchase of postage stamps is subject to use tax if the stamps are purchased for any purpose other than transportin
mail.

C. The Department shall presume that a postage stamp is purchased for a purpose other than transporting mail if the postag
stamp is purchased for at least 50% more than its face value. A purchaser may overcome the presumption; however, the
burden of proof will remain on the purchaser.

D. The purchase of cancelled postage stamps is subject to use tax.
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